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Vol. 31, Nos. 1 and 2 (January/February, 2004) A LETTER FROM NATIONAL LIFE OI 
VERMONT 


Describes correspondence with the National Life 


SPENCER L. KIMBALL 


Dedicates this issue to the memory of Spencer L. Insurance Company (Vermont) relating to articles 


Kimball in our July 2003 issue 


CONSECO EXPANDS ITS ASSAULT ON CONSECO EXAGGERATES ITS RBC RATIOS 

POLICYHOLDERS Describes how Conseco exaggerated its risk-based 
Discusses Conseco Life Insurance Company’s capital (RBC) ratios in a press release in November 
expansion of the assault on universal life policy- 2003 (see “Conseco Adds to the Confusion Sur- 
holders reported in our December 2003 issue, rounding RBC Ratios” in our March/April 2004 
describes the campaign to replace “Valulife” poli- issue for an explanation of how our discussion of 
cies, discusses the proposed replacement policies, the exaggeration was based on a misunderstanding) 
lists the inducements given by agents to encourage 
policyholders to replace their policies, explains ANTI-CONSUMER REGULATION FROM THE 
why each of the statements being made to policy- ILLINOIS INSURANCE DEPARTMENT 


holders is misleading, false, or irrelevant, contains 
a table showing the “R-factors” for “Lifestyle” uni- 
versal life policies, shows the favorable impact on 
Conseco’s financial statement of the campaign 
directed at the owners of Lifestyle policies, and 
includes three letters written a decade or more ago 
by issuing companies concerning the R-factor policies 


AN UPDATE TO OUR SEPTEMBER 2003 
SPECIAL RATINGS ISSUE 
Lists rating actions taken by A. M. Best, Fitch 


Discusses how the Illinois insurance department 
allowed United Security Life Insurance Company 
of Illinois to add a $2 “billing fee” to fractional 
premiums (premiums paid other than annually) on 
existing life insurance policies, and describes how 
the company decided not to implement the fee after 
complaints were received from other state insur 
ance departments 


Vol. 31, Nos. 3 and 4 (March/April, 2004) 


Ratings, Moody’s Investors Service, Standard SECONDARY GUARANTEES, MARKETERS, 
& Poor’s, and Weiss Ratings subsequent to publi- ACTUARIES, REGULATORS, AND A 
cation of our September 2003 special ratings issue POTENTIAL DISASTER FOR THE LIFE 
INSURANCE BUSINESS 
FROM THE MAILBAG Describes universal life policies being sold with so 
Comments by Peter M. Wilson called secondary guarantees (also called “no-lapse 
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guarantees”), mentions the reserves for such poli- 
cies, discusses the actuary’s conflict of interest in 
the design of such policies, and lists numerous 
other controversies between aggressive marketers 
who take a short-term view of the life insurance 
business and conservative traditionalists who take a 
long-term view 


LESSON: NONFORFEITURE BENEFITS 


Discusses the reasons for the enactment of nonfor- 


feiture laws in the United States in the middle of 


the 19th century, and describes the role of Elizur 
Wright in the development of those laws 


LESSON: THE TONTINE CONCEPT 


Discusses the evolution of the tontine concept in 


the marketing of life insurance in the latter part of 


the 19th century, describes the intense controversy 
over tontine policies, and discusses the eventual 
discrediting of tontine policies 


LESSON: TERM TO 100 IN CANADA 


Discusses how some Canadian companies in the 
1980s heavily promoted the sale of level-premium 
term life insurance to age 100 without any cash 
values, indicates that the sale of such policies is 


not permissible in the United States because of 


nonforfeiture laws, describes the “lapse-supported” 
nature of the product, and explains the reasons why 


The Great-West Life Assurance Company stopped 
selling the policies in 1993 


CONSECO ADDS TO THE CONFUSION 
SURROUNDING RBC RATIOS 


Describes the misunderstanding that led me to con- 
clude in our January/February 2004 issue that the 
RBC ratios mentioned by Conseco in a November 
2003 press release were exaggerated, provides 
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background on the development of the RBC 
system, describes the confusion that surrounds 
RBC ratios, explains how Conseco’s news release 
added to the confusion, and reports that Conseco 
henceforth will report its RBC ratios in such a way 
as to minimize the confusion 


CONSECO’S COMBINED RBC RATIOS 
Discusses the manner in which Conseco reports 
combined RBC ratios for all its insurance compa- 
nies, and describes the problems associated with 
the use of combined ratios 


MY QUESTIONS AND CONSECO’S ANSWERS 
Lists a series of questions that I asked of Conseco 
concerning the company’s RBC ratios, and shows 
the company’s responses to the questions 


TIAA’S SURPRISING EXIT FROM THE LONG- 

TERM CARE INSURANCE BUSINESS 
Discusses the departure of The Teachers Insurance 
and Annuity Association of America (TIAA) from 
the long-term care insurance business, describes 
TIAA's decision to transfer its existing policies to 
the Metropolitan Life Insurance Company 
(MetLife), and discusses the implications of the 
transfer 


STATEMENT OF JOSEPH M. BELTH ON TIAA 

TRANSFER TO METLIFE 
Presents the text of the statement I submitted to the 
New York insurance department, which must ap- 
prove the transfer of TIAA’s long-term care insur- 
ance business to MetLife, containing suggestions 
on how to protect the interests of TIAA’s existing 
long-term care insurance policyholders 


FROM THE MAILBAG 
Comments by James Rudolph, Steve Bertino, and 
Daniel J. McCarthy 


Vol. 31, Nos. 5 and 6 (May/June, 2004) 


LIFE INSURANCE: AN INDUSTRY BUILT ON 

SECRECY 
Presents a speech delivered at Schiff’s Insurance 
Conference in April 2004 where I identified several 
examples of efforts by life insurance companies 
and state insurance regulators to prevent disclosure 
of vital information to policyholders, including 
failure to disclosure prices of life insurance protec- 
tion, failure to disclose rates of return on the 
Savings Component in cash-value life insurance, 
failure to disclose costs associated with the pay- 
ment of fractional premiums, development of three 
types of gag rules, use of confidential supervision 
orders, restrictions on access to executive compen- 
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sation data, failure to disclose financial strength 
ratings, failure to disclose dividend calculations, 
failure to disclose calculations of distributions in 
demutualizations, and failure to provide adequate 
information in connection with policy transfers 


CONSECO FURTHER EXPANDS ITS ASSAULT 

ON POLICYHOLDERS 
Describes the further expansion of Indiana- 
domiciled Conseco Life Insurance Company’s 
assault on universal life policies by removing the 
R-factor from “Lifetime” policies, follows up on 
the discussion in our December 2003 issue 
concerning the surrender form used by the com- 
pany for policyholders who decide to surrender 
their policies, illustrates the magnitude of the 
increase in the monthly mortality charges caused 
by removal of the R-factor from Lifetime policies, 
and describes my correspondence with the Indiana 
insurance commissioner concerning Conseco’s 
removal of the R-factor 


THE UTAH INSURANCE COMMISSIONER 
BLOCKS DISCLOSURE OF FRACTIONAL 
PREMIUM CHARGES AS ANNUAI 
PERCENTAGE RATES 
Describes a policy endorsement filed by the First 
Colony Life Insurance Company disclosing the 
annual percentage rate (APR) associated with frac 
tional premiums, discusses the disapproval of the 
endorsement by the Utah insurance commissioner, 
explains the implications of the decision, and 
describes my correspondence with the Utah insur- 
ance department 


CORRESPONDENCE WITH AN ATTORNEY 
ABOUT DISCLOSURE OF FRACTIONAL 
PREMIUM CHARGES AS ANNUAL 
PERCENTAGE RATES 
Describes my correspondence with Richard A. 
Hemmings, a Chicago attorney, concerning APR 
disclosure of fractional premium charges 


FROM THE MAILBAG 
Comments by Ira E. Graham, Jacque Sexton, Lloyd 
E. Smith, and Arvin D. Pfefer 


Vol. 31, Nos. 7 and 8 (July/August, 2004) 


E. J. MOORHEAD 
Dedicates this issue to the memory of Ernest J. 
(Jack) Moorhead 


FLAWED LIFE INSURANCE PROGRAMS 
PROMOTED TO CHARITIES 
Describes the characteristics of various life insurance 
programs being offered to charities purportedly 
for the purpose of raising funds, explains why the 
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programs are flawed, and discusses the insurable 
interest implications of the programs 


AN INCIDENT INVOLVING CONSECO LIFE’S 

APPOINTED ACTUARY 
Describes an answer given by James S. Hawke, 
FSA, MAAA, the appointed actuary of Conseco 
Life Insurance Company, to an interrogatory in the 
company’s statutory financial statement for 2002, 
and discusses my unanswered request for an expla- 
nation of the answer 


PERSONAL REFLECTIONS ABOUT JACK 
MOORHEAD 
Presents personal reflections on my long friendship 
with the late Ernest J. (Jack) Moorhead, including 
examples of his statesmanlike activities and his 
wry sense of humor 


EXECUTIVES’ COMPENSATION IN 2003 


Discusses the 2003 compensation of persons 


who received $600,000 or more from insurance 
companies, and shows the data from exhibits in 
proxies filed with the Securities and Exchange 
Commission, exhibits filed with the Nebraska 
insurance department, and exhibits filed with the 
New York insurance department 


A REQUEST FOR READERS’ COMMENTS 
Describes a letter | saw offering an individual a 
reward for allowing his life to be insured, and asks 
for comments from readers about the letter 


AN INQUIRY TO THE INSURANCE 

COMMISSIONER OF THE DISTRICT OF 

COLUMBIA ABOUT FRACTIONAI 

PREMIUM CHARGES 
Describes a letter | wrote to Lawrence H. Mirel, the 
District of Columbia insurance commissioner, 
concerning his reference to charges on fractional 
premiums during testimony at a Congressional 
hearing, and reports on his failure to answer my 
questions 


OUR DETAILED 2002-2003 INDEX 
Mentions the availability of a detailed 36-page 
index covering the 316 pages of The Insurance 
Forum from January 2002 through December 2003 


Vol. 31, No. 9 (September, 2004) 


FINANCIAL STRENGTH OF INSURANCE 
COMPANIES 
Provides, in a 32-page special ratings issue, a list 
showing 2,848 financial ratings assigned to 1,550 
insurance companies (more than 1,200 life-health 
companies and about 300 large property-liability 
companies) as of August 2, 2004 by A. M. Best, 
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Fitch Ratings, Moody’s Investors Service, and 
Standard & Poor’s, includes lists of companies sug- 
gested for conservative consumers, provides a 
watch list of 516 companies, explains how con- 
sumers may use the lists, includes the rating firms’ 
descriptions of their rating categories, and includes 
the rating firms’ rating distributions 


Vol. 31, No. 10 (October, 2004) 


THE MAGNITUDE OF THE UNDERPRICING IN 

UNIVERSAL LIFE POLICIES WITH NO-LAPSE 

GUARANTEES 
Illustrates, with hypothetical policies, the magni- 
tude of the underpricing in universal life policies 
with no-lapse guarantees, identifies the simplifying 
assumptions used in the calculations, describes the 
aggressive interest, mortality, lapse, and expense 
assumptions used in the calculations, shows the 
results of using very aggressive assumptions, and 
indicates that companies will develop strategies 
to extricate themselves from their obligations 
under the policies 


RATING FIRMS SOUND THE ALARM 
Mentions reports prepared by Moody’s Investors 
Service and Fitch Ratings concerning the implications 
of universal life policies with no-lapse guarantees 


Vol. 31, No. 11 (November, 2004) 


THE GROWING AVAILABILITY OF 
EASY-TO-USE CALCULATORS FOR ANNUAL 
PERCENTAGE RATES ASSOCIATED WITH 
FRACTIONAL PREMIUMS 
Discusses the reasons for APR disclosure of frac- 
tional premium charges, describes my efforts over 
the years to develop methods to ease the difficult 
process of calculating APRs, mentions the APR 
calculator on our website, describes nine other 
APR calculators now available on the internet, and 
revisits the Utah action discussed in our May/June 
2004 issue 
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EXECUTIVES’ COMPENSATION— 

A CORRECTION 
Provides a correction, brought to our attention by a 
company official, of some executive compensation 
data shown in our July/August 2004 issue and 
obtained from the Nebraska insurance department 


FROM THE MAILBAG 
Comments by Richard M. Weber 


RISK-BASED CAPITAL RATIOS 
Explains risk-based capital data, and shows 2003 
and other recent years’ data for life-health and 
property-liability insurance companies 


SURPLUS NOTE USAGE BY INSURANCE 

COMPANIES 
Explains surplus note data, shows the amounts 
of surplus notes outstanding in life-health and 
property-liability insurance companies at the end of 
2003 and 2002, and shows the effect of surplus 
notes on the risk-based capital ratios of companies 
issuing surplus notes 


Vol. 31, No. 12 (December, 2004) 


AN INVESTIGATION OF THE SECRET 

DIVIDEND EXPENSE CHARGES IN FIVE 

LIFE INSURANCE POLICIES 
Describes the system I used to investigate the 
dividend expense charges that are a part of the 
dividend calculations in five old life insurance 
policies, indicates the results for each policy, and 
concludes that the 2003 or 2004 dividend expense 
charges in three of the policies not only dwarfed 
the loading in the gross annual premiums but also 
exceeded the gross annual premiums, that the 2003 


dividend expense charge in one policy was less 
than the gross annual premium but dwarfed the 
loading in the gross annual premium, and that the 


2004 dividend expense charge in one policy was 
less than the loading in the gross annual premium 
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